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Cleveland, Ohio, March 15, 1934 


To Apex Stockholders: 

The financial position of The Apex Electrical Manufacturing Company including its 
Subsidiaries is set forth in the accompanying Consolidated Balance Sheet as of the close of busi¬ 
ness December 31, 1933. Income and Expense as well as Profit and Loss Surplus statements 
are also reproduced. 

A Net Profit of 3210,759 resulted from the year’s operations after providing liberally 
for depreciation and other reserves and after deducting provision for Federal Taxes. This 
compares with a loss for the previous year of 367,198. 

Depreciation amounting to 3144,484 was charged against current year’s operations 
which compares with 398,993 for the previous year. All appreciation in Permanent Accounts 
from an appraisal by the American Appraisal Company in 1924 was eliminated from these 
accounts and from unearned surplus. Substantial purchases of new machinery and equipment 
were made, which together with the liberal policy as to depreciation and the low ? book value of 
the plant acquired from Jordan Motor Car Company, evidences the conservative value placed 
on Permanent Assets. 

Current Assets exceed those of the previous year by 3529,965 while Current Liabilities 
show an increase of 3338,734 — a current ratio of 3.37. This increase in Currents is due largely 
to the policy of substantially increasing the Merchandise Inventory over the amount heretofore 
carried, being an increase of 3462,476. It was thought advisable to do this on account of the 
steady rise in prices of commodities and thereby provide protection for customer business as 
well as for the larger volume of present sales. 

Combined Cash, Government Securities and Accounts Receivable represent but a slight 
increase over previous year, in the amount of 367,488. No loss of Company funds was sus¬ 
tained through bank failures. 

Merchandise Inventory has been conservatively priced on the basis of the lower of 
cost or market price. Liberal reserves have been provided in valuing Accounts Receivable. 

While valuable rights have been acquired during the year by way of Patents, Licenses 
and similar rights, a substantial reduction has been made in the book value in the amount of 
338,786. This is in line with the policy of conservative valuation of assets. 

Preferred Dividends were stopped at the time of the Bank crisis last March and while 
they were resumed and paid for the third and fourth quarters, there remain two quarters un¬ 
paid. It is proposed to pay these back dividends as soon as practicable considering the present 
need for operating cash. 

Profit and Loss Surplus Account shows an increase of 3183,230 after adding profits 
and deducting payments for Preferred Dividends for the current year. 

During the year the work of completing the consolidation of plant activities was con¬ 
tinued with the result that the chief factory operations are now housed in the two large plants 
directly across the street from each other on East 152nd Street, Cleveland. The one plant 
being the original and the other, the former Jordan Motor Car Company plant. Machinery, 
Equipment and all facilities are of the most modern type available. 

Payment of 320,000 was made on the Jordan plant purchase as per agreement, thereby 
reducing Plant Mortgages to 3149,320. 

Additional factory operations are carried on in the Company owned plants on Bessemer 
Avenue, Cleveland, where requirements for brass and aluminum castings are filled, as well as 
providing for miscellaneous operations; and in Oakland, California, w’here a complete manu¬ 
facturing plant is maintained to supply requirements for the West Coast. Sales work for the 
entire West Coast is conducted from Oakland, being the only business of its kind in the West. 






Comparing the year’s sales with the previous year, unit sales increased 63% and dollar 
sales increased 42%, resulting in a 56% rise in Gross Margin. Margin on dollar sales remains 
close and therefore the results for the year are due to the increased volume of business secured. 
No effort has been spared to increase sales. The field sales organization has been more than 
doubled during the year. 

The first half of the year proved a very difficult one, however the second half of the year 
resulted in higher volume of business and therefore greater margin of profit although compliance 
with the President’s wishes with respect to wages, hours and other restrictions, increased the 
costs of operation. 

It is expected that the larger sales organization will continue to increase the volume 
of trade name business in a satisfactory manner. The good will of the trade name “APEX,” 
applied to several million Cleaners, Washers, Ironers and Refrigerators, during the past twenty 
years of the Company’s existence, has created an acceptance on the part of the housewife and 
the distributing channels which have a cumulative value, and with the expected return of better 
business and an increased interest in home electrical appliances it is felt that the Company has 
a firm foundation for satisfactory business. 

Contract business with Montgomery Ward & Company produced very satisfactory 
volume and is being continued under the usual arrangements. 

Development and Research work is being continued to further improve present prod¬ 
ucts and provide additional ones for the future. Some attention is now being given to marketing 
an Air Conditioner, which has been developed during the past few years. 

Employment increased from about 900 persons to about 1,500, due to the strict observ¬ 
ance of NR A regulations and increased business volume. The loyal cooperation of the many 
employes makes this report possible and promises well for the future. 



President 








The Apex Electrical Manufacturing Company and Subsidiaries 

CLEVELAND, OHIO 

CERTIFICATE OF AUDITORS 


March 9, 1934 


The Apex Electrical Manufacturing Company, 

Cleveland. 

Gentlemen: — 

We have examined the general accounts of THE APEX ELECTRICAL MANU¬ 
FACTURING COMPANY AND SUBSIDIARY COMPANIES and have prepared therefrom 
balance sheet as of the close of business December 31, 1933 together with condensed statement 
of income and expense and profit and loss-surplus for the year then ended. 

Cash funds of record, U. S. Government securities and customers’ notes and accept¬ 
ances were satisfactorily accounted for. In our opinion, sufficient reserve has been provided 
for uncollectible accounts. Merchandise inventories, valued at the lower of cost or market, 
were certified to by a responsible official as to quantities and salability. We tested the accuracy 
of computations and prices used and made limited checks of quantities. 

The principal charges to permanent asset accounts during the year were supported 
by invoices and other data on file. The value of these assets was adjusted to a depreciated cost 
basis by eliminating the remaining portion of appreciation arising from appraisal, and fully de¬ 
preciated assets were removed from the accounts by charges against the reserve for deprecia¬ 
tion. The current year’s allowance for depreciation amounted to 3144,483.96 as compared with 
the sum of 398,993.37 provided for the preceding year, the increase being principally due to 
additional volume of production. 

All ascertained liabilities have been provided for. We were informed that the parent 
Company had been named defendant in a lawsuit for alleged infringement of certain patents. 
An official of the Company has informed us that no liability of consequence is anticipated and 
none has been provided for. It is the Company’s practice, however, to provide reserves for 
general contingencies, the aggregate of which was 3271,801.35 at December 31, 1933 as com¬ 
pared with 3309,540.13 at December 31, 1932. 

In connection with our examination, we made test checks of supporting data, obtained 
information and explanations from officers and employees of the Company, but we did not make 
a detailed audit of the various transactions during the year. 

In our opinion, based upon the records examined and information obtained, the accom¬ 
panying consolidated balance sheet and related statement of income and expense and surplus 
fairly present the consolidated financial position of the Companies as at December 31, 1933 and 
the results of their operations for the year then ended. 


Very truly yours, 

ERNST & ERNST, 

Certified Public Accountants 







The Apex Electrical Manufacturing Company and Subsidiaries 

CLEVELAND, OHIO 

CONSOLIDATED BALANCE SHEET 

As of the close of business December 31, 1933 


ASSETS 


CURRENT 

Cash on hand and on deposit . 

U. S. Government securities (indicated 


market value $253,046.87).$252,586.38 

Accrued interest on securities . 6,142.73 


Notes, acceptances and accounts receivable, less reserve 
Merchandise inventory (certified by management) 

OTHER ASSETS 

Miscellaneous accounts receivable . 

PERMANENT 

Land, buildings, machinery, equipment, etc., at cost 
Less: Reserve for depreciation .. 

PATENTS, LICENSES, ETC . 

DEFERRED 

Advance royalties, prepaid expenses, etc . 


$ 147,631.98 ' 

258,729.11 

412,547.24 

1,054,909.00 $1,873,817.33 
19,636.96 

$1,413,697.56 

531,344.08 882,353.48 

61,960.75 

40,619.67 

$2,878,388.19 


LIABILITIES 


CURRENT 

Notes payable to banks 

Accounts payable for purchases, expenses, royalties, 

pay rolls, etc. 

Estimated federal and state taxes and accrued interest 
Dividend payable January 2, 1934 on prior preferred stock 


$ 150,000.00 

339,269.01 

50,540.79 

15,804.25 $ 555,614.05 


MORTGAGES PAYABLE 

Due in four equal annual installments, commencing 

October I. 1934 $ 80,000.00 

Other mortgages. 69,320.00 149,320.00 


RESERVES FOR GENERAL CONTINGENCIES, ETC. 271,801.35 

DEFERRED INCOME . 20,304.34 

CAPITAL STOCK 

Prior preferred — $7.00 cumulative 
Authorized 10,000 shares 


Issued ... ,. 9,670 shares 

Less: 

Redeemed 383 shares 

In treasury 256 shares 639 shares 

9,031 shares $ 903,100.00 

Common (without par value) 

Authorized 90,000 shares 

Issued and outstanding 88,256 shares 

Stated common capital. ... 200,000.00 

SURPLUS ACCOUNTS 

Capital surplus .... $ 254,436.49 

Profit and loss-surplus . 523,811.96 778,248.45 1,881,348.45 


$2,878,388.19 


(Note A) No preferred dividends have been declared or paid for the quarterly periods ended 
March 31, 1933 and June 30, 1933. 

(Note B) This balance sheet is subject to the comments in our “Certificate”, included in this 
report. 














































The Apex Electrical Manufacturing Company and Subsidiaries 

CLEVELAND, OHIO 

CONSOLIDATED CONDENSED INCOME AND EXPENSE AND PROFIT AND 

LOSS-SURPLUS 

For the year ended December 31, 1933 


INCOME AND EXPENSE 


Gross profit after deducting cost of sales, but exclusive of depreciation #1,461,703.65 

Less: Selling, general and administrative expenses 1,088,364.88 

OPERATING PROFIT BEFORE DEPRECIATION $ 373,338.77 

Provision for depreciation 144,4X3.% 


OPERATING PROFIT $ 228,854.81 

Other income . # 93,769.78 

Other deductions .. 78,865.40 14,904.38 

PROFIT BEFORE FEDERAL INCOME TAXES $ 243,759.19 

Provision for federal income taxes 33,000.00 


NET PROFIT . . \ $ 210,759.19 


PROFIT AND LOSS-SURPLUS 


BALANCE December 31, 1932 — as shown by report . # 340,581.64 

ADDITION 

Net profit for the year ended December 31, 1933 — as 
set forth above ...„. # 210,759.19 

Add: Income realized on installment accounts 4,082.26 # 214.841.45 

Less: Dividends on prior preferred stock —3J^%. 31,611.13 183,230.32 

$ 523,811.96 


BALANCE DECEMBER 31,1933 
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